[ 4830- 01- u]

DEPARTMENT OF THE TREASURY

I nternal Revenue Service

26 CFR Part 301

[ REG 100841- 97]

RIN 1545- AU97

Agreenments for Paynent of Tax Liability in Installnents

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON:  Notice of proposed rul emaking.

SUMVARY: Thi s docunent contains proposed regulations relating to
term nations of agreenents for the paynent of tax liabilities in
install nents (installment agreenents). The proposed regul ations
refl ect changes made to section 6159 of the Internal Revenue Code
of 1986 (Code) by the Taxpayer Bill of R ghts 2. The proposed
regul ati ons provide a procedure for requesting an i ndependent

adm nistrative review of an alteration, nodification, or

term nation of an installnment agreenent.

DATES: Witten coments and requests for a public hearing nust
be received by March 31, 1998.

ADDRESSES: Send subm ssions to: CC DOM CORP: R ( REG 100841-97),
room 5226, Internal Revenue Service, POB 7604, Ben Franklin
Station, Washi ngton, DC 20044. Subm ssions may be hand delivered
bet ween the hours of 8 aam and 5 p.m: CC DOM CORP: R ( REG
100841-97), Courier’s Desk, Internal Revenue Service, 1111
Constitution Avenue NW, Washington, DC. Alternatively,
taxpayers may submit comments electronically via the Internet by



selecting the "Tax Regs" option on the IRS Hone Page, or by
submtting comments directly to the IRS Internet site at
http://ww. irs.ustreas. gov/prod/tax_regs/coments. htni.
FOR FURTHER | NFORMATI ON CONTACT: Concerning the regul ati ons,
Kevin B. Connelly, (202) 622-3640 (not a toll-free nunber).
SUPPLEMENTARY | NFORMATI ON:
Backgr ound

Thi s docunent contains proposed anendnents to the Procedure
and Adm ni stration Regulations (26 CFR part 301) relating to
I nstal | ment agreements under section 6159 of the Code. Section
201 of the Taxpayer Bill of Rights 2 (TBOR2), Pub. L. No. 104-
168, 110 Stat. 1452 (1996), anended section 6159 to provide that
the Secretary may not alter, nodify, or termnate an install nent
agreenent unless notice of such action is given not later than 30
days before the date of the action. The notice nust explain why
the Secretary intends to take the proposed action. Section 202
of TBOR2 provides that the Secretary shall provide an i ndependent
adm ni strative review of the term nation of an install nent
agreenent upon request of the taxpayer. These proposed
regul ati ons reflect the change nmade by Section 202 of TBOR2. In
addition, although the IRS rarely alters or nodifies an
I nstal | nent agreenment, the proposed regul ati ons gi ve taxpayers
the right to an i ndependent adm nistrative review of alterations
or nodifications.



Expl anati on of Provisions

Sections 201 and 202 of TBOR2 anended section 6159 of the
Code with respect to install nment agreenents. Section 201
provi des that the Secretary may not alter, nodify, or term nate
an install nent agreenment unless notice of such action is given to
the taxpayer at |east 30 days before the action. The notice nust
explain why the Secretary intends to take the proposed action.
Notice is not necessary if collection of the tax to which the
i nstal l nent agreenment relates is in jeopardy.

Prior to the enactnent of TBOR2, Section 6159 of the Code
required notice only if the Internal Revenue Service intended to
alter, nodify, or termnate an installnment agreenent because of a
change in the taxpayer’s financial condition. Section 301.6159-
1(c)(4) of the regulations that are being anmended by this notice
of proposed rul emaki ng, however, already requires 30 days notice
whenever the IRS intends to alter, nodify, or term nate any
agreenent, regardless of the reason for the action. The only
exception to this rule is that no notice is required if
collection of the tax to which the installnment agreenent rel ates
Is in jeopardy. In addition, existing paragraph (c)(4) requires
the notice to explain the reason for the intended action. In
i ght of existing paragraph (c)(4), the regulations do not have
to be anended to reflect section 201 of TBOR2.

Section 202 of TBOR2 provides that, upon request by a
t axpayer, the Secretary shall provide an i ndependent
adm nistrative review of the termnation of an install nent
agreenent. In addition, although the IRS rarely alters or
nodi fies an install ment agreenent, the proposed regul ations grant
taxpayers the right to request an independent adm nistrative
review of alterations or nodifications. Procedures for
requesting an i ndependent adm nistrative review are contained in
t he proposed regul ati ons.

When the Internal Revenue Service intends to term nate an
i nstal l nent agreenment, it currently sends the taxpayer a witten
notice of its intent. The notice (1) infornms the taxpayer why
the Internal Revenue Service intends to term nate the agreenent,
(2) notifies the taxpayer that the Internal Revenue Service
intends to | evy the taxpayer’s property, (3) explains that the
taxpayer has a right to request an independent review of the
I nternal Revenue Service’'s decision, and (4) tells the taxpayer
to call the tel ephone nunber listed on the notice within 30 days
of the date of the notice if the taxpayer w shes to stay
collection and request the Internal Revenue Service to reviewits
decision. |If the taxpayer tinely calls the tel ephone nunber
listed on the notice, the enployee attenpts to resolve the case
with the taxpayer. |[If the taxpayer and the enpl oyee are not able
to resolve the case to the taxpayer’s satisfaction, a conference
Is set up with a manager. |f the manager and the taxpayer are
unabl e to resolve the case, the manager forwards the case to
Appeal s for an independent adm nistrative review. Absent
j eopardy, collection action is stayed until the appeals officer
has i nforned the taxpayer of a decision.

The proposed regul ations provide that, if a taxpayer
di sagrees with a determnation to alter, nodify, or term nate an



I nstal |l ment agreenment, the taxpayer may initiate an i ndependent
adm ni strative review of the determ nation by calling the
t el ephone nunber |listed on the notice within 30 days of the date
of the notice. This will set the review process in notion.
Speci al Anal yses

It has been determined that this notice of proposed
rul emaking is not a significant regulatory action as defined in
EO 12866. Therefore, a regulatory assessnent is not required.
It al so has been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U. S.C. chapter 5) does not apply
to these regul ati ons, and because the regul ati on does not i npose
a collection of information on small entities, the Regul atory
Flexibility Act (5 U.S.C. chapter 6) does not apply. Pursuant to
section 7805(f) of the Internal Revenue Code, this notice of
proposed rul emaking will be submtted to the Chief Counsel for
Advocacy of the Small Business Adm nistration for coment on its
I npact on small busi ness.
Comment s and Requests for a Public Hearing

Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any witten coments
that are submtted tinely (a signed original and eight (8)
copies) tothe IRS. Al coments will be available for public
I nspection and copying. A public hearing nmay be scheduled if
requested in witing by a person that tinely submts witten
comments. |If a public hearing is schedul ed, notice of the date,
time, and place for the hearing will be published in the Federal
Regi ster.
Drafting Information

The principal author of these regulations is Kevin B.
Connel ly, O fice of Assistant Chief Counsel (General Litigation)
CC. EL: G, IRS. However, other personnel fromthe I RS and
Treasury Departnent participated in their devel opnent.
Li st of Subjects in 26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,
I ncome taxes, Penalties, Reporting and recordkeeping
requirenents.
Proposed Amendnents to the Regul ations

Accordingly, 26 CFR part 301 is proposed to be anended as
fol |l ows:
PART 301- - PROCEDURE AND ADM NI STRATI ON

Paragraph 1. The authority citation for part 301 conti nues
toread in part as follows:

Authority: 26 U S.C. 7805 * * *

Par. 2. Section 301.6159-1 is anended by revising
par agraphs (c)(4) and (g) to read as foll ows:



8301.6159-1 Agreements for payment of tax liability in
installments.

* Kk ok x x
* k%
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(4) Notice. Unless the director determines that collection
of the tax is in jeopardy, the director will notify the taxpayer
in writing at least 30 days before altering, modifying, or
terminating an installment agreement pursuant to paragraph (c)(1)
or (2) of this section. A notice provided pursuant to this
paragraph must briefly describe the reason for the intended
alteration, modification, or termination. If the taxpayer
disagrees with the director's decision to terminate, alter, or
modify the installment agreement, the taxpayer has the right to
an independent administrative review. The taxpayer may initiate
an independent administrative review by calling the telephone
number listed on the notice within 30 days of the date of the
notice. If, upon calling the telephone number listed on the
notice, the dispute is not resolved to the taxpayer's
satisfaction, the taxpayer must speak with a manager. If, after
speaking with a manager, the dispute still is not resolved to the
taxpayer's satisfaction, the taxpayer may request the Office of
Appeals to independently review the decision. The Office of
Appeals shall conduct a review to determine whether the facts and
circumstances warrant the alteration, modification, or
termination of the taxpayer's installment agreement.



* * % * *

Ef fective date. This section is applicable Decenber 23,
1994, except that paragraph (c)(4) of this section is applicable

on the date final regulations are published in the Federa
Regi ster.

M chael P. Dol an
Deputy Conm ssioner of Internal Revenue



